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Franei$iOo 

and  the  Bay  Area  are  enjoy- 
ing economic  prosperity,  and, 
as  a result,  the  region  is  grow- 
ing and  changing.  The  San  Francisco  Planning 
■ Department’s  1999  Commerce  and  Industry  Inventory 
comprehensively  describes  these  economic  activi- 
ties in  San  Francisco  and  the  Bay  Area.  As 
a- supplement  to  the  Inventory,  the  San  Fran- 
cisco Economic  Summary  highlights  prominent 
economic  phenomena  including  the  impact 
of  a knowledge-based  economy,  the  com-  12c 

petition  for  retail  sales,  the  popularity  of 
large  mixed-use  projects,  and  the  dynamic 
state  of  building  activity  in  San  Francisco. 

The  summar}^  also  includes  a discussion  of  | ^ 
the  Bay  Area’s  growth  by  sector  and  a table  ® ^ 
of  economic  indicators  in  San  Francisco  » 
from  1995  through  1999.  | 4c 

Recent  Economic  ^ 

Trends  in  the  San 
Francisco  Bay  Area 

Over  the  last  cfecade,  San  Francisco’s  share  of  the 
nine-county"  Bay  Area  job  market  has  remained 
constant  for  most  of  the  major  industt)^  groups. 
In  1998,  San  Francisco  had  574,000  jobs,  or  17.5% 
of  the  region’s  total  employment.  For  the  same 
year,  San  Francisco’s  share  of  /^wemplojTnent  in 
the  Bay  Area  was  only  12.1%  or  about  1‘5,000 
people,  the  lowest  share  San  Francisco  has  held 
since  at  least  1980. 

The  Bay  Area’s  3.3  million  jobs  remain  as  diverse' 
as  they  were  over  a decade  ago.  The  Services  in- 
dustr\"  group — ^the  largest  employmient  group — 
consists  of  a wide  range  of  jobs  with  varied  skill 
requirements  and  pay  scales.  It  spans  both  per- 
sonal and  professional  services,  from  repair  ser- 
vices and  salons  to  consulting  and  computer  pro- 
gramming. 

Between  1993  and  1998,  Services  employment 
San  Francisco  Pl-ant^ng  Department 


grew  by  25%  in  the  Bay  Area  to  almost  1.1  mil- 
lion jobs,  accounting  for  nearly  a third  of  all  jobs 
in  the  region.  Each  subregion  has  seen  an  in- 
crease in  Services  jobs,  but  between  1993  and 
1998,  the  South  Bay  grew  the  fastest  with  an  in- 
crease of  33.7%  or  103,000  jobs.  San  Francisco 
saw  a 15.6%  increase  in  Services  jobs  during  this 
same  time  period,  although  its  share  of  total  Ser- 
vices jobs  in  the  Bay  Area  decreased  slighdy. 


Services  Employment 


So,  while  San  F^cisco  remains  the  center  in  the  . 
Bay  Area  for  corporate  decision-making,  interna- 
tional business,  and  conventions,  the  other  Bay 
Area  counties  are  strengthening  their  own  spe- 
cialized professional  service  networks.  The  South 
Bay,  for  example,  has 'developed  extensive  pro- 
fessional services  to  serA^e  locally  the  needs  of  its 
high-technology;  electronics,  and  computer  indus- 


Manufacturing,  a key  industry  group  in  the  past 
for  the  Bay  Area,  remains  strong  in  the  region 
amid  diverse  competition  for  space  and  economic 
dominance.  Since  1990,  Manufacturing  employ- 
ment increased  by  6.4%  for  a total  of  512,000 
jobs.  Jobs  in  Finance,  Insurance,  and  Real  Estate 
(F.I.R.E.)  have  increased  by  only  2.4%.  After  a 
strong  recovery  from  the  recession.  Manufactur- 
ing is  building  on  its  diverse  emplo\Tnent  base  and 


1* 


Manufacturing  Employment 


accounts  for  over  1 5%  of  Bay  Area  employm,ent. 
The  South  Bay,  for  example,  is  a key  regional 
manufacturing 
node  that  ^ 

maintains  mul- 
tiple national 
and  interna- 
' tional  connec-  sc 
tions.  In  con- 
trast, F.I.R.E.  1 4C 

has  remained  -s 

relatively 
stable  without  § 

£ 2C 

major  employ- 
ment  expan- 
sion. 


facilitators  of  the  most  desired  economic  growth 
patterns.  Marin,  the  smallest  count}"  in  the  North 
Bay,  is  more  of  an  excep- 

don  to  the  rule  in  that  its 

employment  base  is 
dominated  by  the  ser- 
vices sector  and  remains 
stable.  The  county,  un- 
like the  rest  of  the  North 
Bay,  is  not  currendy  in- 
terested in  bringing  in 
any  new  industries. 


1990  1991 
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Construction 
is  an  industrial 
group  show- 
ing tremendous  growth 
since  the  end  of  the  reces- 
sion, although  it  accounts 
for  only  5%  of  the  total  Bay 
Area  job  market.  Each  sub- 
region  has  seen  an  increase 
of  at  least  20%,  and  the 
South  Bay  alone  has  gained 
over  20,000  new  jobs.  Whole 
construction  activity  is  evi- 
dent everywhere  in  the  Bay 
Area,  the  South  Bay  has 
usurped  fhe  East  Bay’s  long- 
standing role  as  the  subre- 
gion with  the  most  con- 
struction jobs.  As  of  1998, 
the  South  Bay  had  58,000 
such  jobs. 


Increasing  Specialij^ation  in  the  North  Baj 

The  economic  development  staffs  of  Napa, 
Solano,  and  Sonoma  counties  are  looking  for  busi- 
nesses that  eventually  will  attract  additional  sup- 
port services.  As  the  main  component  in  an  in- 
dustry that  must  perpetually  reinvent  itself,  high 
technology  businesses  are  seen  as  one  of  the  key  ' 


1996  1997 


F.I.R.E  Employment 


Employment  growth  is 
drawn  to  many  parts  of 
die  North  Bay  because 
more  land  is  available 
there  than  in  other  parts 
of  the  Bay  Area.  The 
three  coun- 
ties’  ,eco- 
- nomic  de- 
velopment 
policies  fo- 
cus on  ex- 
p anding 
employ- 
ment bases, 
emplo}ting 
county  resi- 
dents, and 
reducing 
commuting 
to  and 
from  San 
Francisco. 
In  addition 

to  high  technology  industries,  the  economic  de- 
velopment policies  of  Sonoma,  Napa,  and  Solano 
also  are  encouraging  light  industrial  activit}’  which 
has  led  to  the  creation  of  more  manufacturing  jobs. 
In  1998,  Sonorria  County  added  1,700  light  indus- 
trial jobs,  including  1,000  jobs  related  to  produc- 
ing navigational  instruments.  Sonoma  also  encour- 
ages electronics  and  instrument  production  com- 
panies on  its  stretch  of  the  101  corridor. 

Sonoma,  Napa,  and  Solano  counties  are  making 
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concerted  efforts  to  at- 
tract emerging  industries 
and  to  strengthen  existing 
food  processing  indus- 
tries. Napa  and  Sonoma 
, are  promoting  their  exist- 
ing niche  market — the 
boutique  fruit  and  yeg- 
etable  industries,  mem- 
bers of  which  range  from 
large  factories  with  many 
employees  to  small  fam- 
ily-run businesses.  In 
1998,  Sonoma  gained  700 
jobs  in  this  industry 
group.'  Sonoma’s  moni- 
ker is  “Sonoma  First,” 
and  the  county  takes 
pride  in  the  gourmet 
quality  of  the  apples  and 
grapes  produced  on  its 
s'oil.  In  an  effort  to 
achieve  economic  vitality, 

Napa  also  boasts  of  a thriving  industry  of  gour- 
met food  and  beverages. 

Job  Loss  and  Unemployment  in  the  South  Bay 

In  spite  of'  overall  economic  growth,  the  Bay 
Area — especially  the  South  Bay— ^has  become  a 
victim  g,f  the  Asian  crisis  of  the  late  1990s.  Ac- 
cording to  the  Bay  Area  Eaonomc  Pulse,  Bay  Area 
• exports  to  Asia  have  dropped  1 8%  between  the 
1 first  quarter  of  1997  and  the  first  quarter  of  1999. 

Hjgh-technology  manufacturing  has  suffered  the 
. most  as  a result  of  this  drop  in  the  Asiaij  export 
market.  Santa  Clara  County  lost  over  12,000  jobs 
between  mid-1998  and  mid-1999.  These  jobs  were 
primarily  in  the  production  of  computers,  elec- 
tronics, missiles,  and  navigational  instruments. 
Upward  swings  in  the  Asian  export  market  already 
have  been  noted  for  the  first  quarter  of  1999,  so 
this  trend  may  be  reversing. 

Between  1997  and  1998,  the  South  Bay  posted  a 
5%  increase  in  unemployment  although  3%  more 

i 
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jobs  were 
added.  The 
growth  in  un- 
employment is 
initially  very 
surprising  as 
the  South  Bay 
has  a reputa- 
tion for  having 
a robust 
economy 
where  people 
can  easily  find 
work.  The  la- 
bor force  grew 
more  quickly 
than  the  job 
market.  Highly 
trained  candi- 
dates are  still  in 
great  demand 
but  less-skiUed 
employees  may  ■ 
experience  difficulty  finding  work. 

Challenges  in  Coping  with  Strong  Growth 

According  to  the  California  Association  of  Real- 
tors’ Affordability  Index,  less  Aan  30%  of  all  Bay 
Area  households  can  afford  to  purchase  a home 
at  current  market  prices.  Even  with  job  growth, 
the  diversity  of  the  labor  force  could  be  in  jeop- 
ardy because  of  the  housing  crisis.  In  the  Bay 
Area,  and  particularly  in  the  South  Bay,  this  crisis 
is  forcing  people  either  to  look  elsewhere  for  work 
or  to  keep  their  jobs  in  the  Bay  Area  and  buy 
homes  in  distant  and  often  sprawling  locations. 
In  the  latter  scenario,  commuting  long  distances 
becomes  the  norm — exacerbating  existing  traffic 
problems  and  air  pollution  and  affecting  people’s 
quality  of  life.  This  lack  of  affordable  housing 
impacts  the  region’s  competitive  edge.  The  grow- 
ing Bay  Area  economy  benefits  many,  but  with- 
out sufficient  affordable  housing,  sustaining  its 
success  may  be  impcJssible# 


Knowledge-Based  Economy 
Gaining  Strength  in  San 
Francisco 

Over  the  past  four  years,  San  Francisco’s  economy 
has  recovered  and  gained  strength,  surviving  the 
California  recession  as  well  as  more  direct  com-  . 
petition  with  other  counties  for  central  city  jobs. 
The  globalization  of  today’s 
economy  resonates  most  no- 
tably in  San  Francisco.  Since 
the  1970s  San  Francisco’s 
economy  has  been  service  sec- 
tor-based. In  the  last  few  sooc 

years,  however,  the  role  of 
knowledge-based  activities  in  ^ooc 

the  economy  has  expanded.  | 

400C 

Knowledge-based  activities 
generally  'depend  upon  high 
technology  and  information 
processing  for  the  production 
of  goods  and  services  such  as 
computers  and  electronics, 
telecommunications,  new-media,  movie/TV  pro- 
duction, biotechnology,  banking  and  fibnance,  en- 
vironmental technology,  and  travel  and  tourism.  ^ 
These  activities  cumulatively  provide  half  the  jobs 
in  San  Francisco,  and  because  they  have  strong 
linkages  to  the  rest  of  the  economy,  they  in  turn 
encourage  job  generation  in  other  industries. 

Over  the  past  ten  years,  San  Francisco’s  job  total 
has  increased  by  4%  to  574,000.  A much  greater 
rate  of  growth  has  occurred  in  knowledge-based 
activities  and  those  activities  with  the  greatest 
knowledge-based  compoflent.  Between  1988  and 
1998,  Educational  Services  jobs  have  increased 
by  39%5-  Office  Services  (including  professional  , 
services,  advertising  agencies,  employment  agen- 
cies, engineering  firms,  accounting  firms,  and  re- 
search and  development  firms)  by  15%,  and  Fi- 
nance by  10%.  Office  Services  is  a strong  indica- 
tor of  knowledge-based  activities,  and  it  has  gro\Vn 
consistently,  adding  over  12,000  new- jobs  in  the 
past  decade.  During  the  same  ten-year  period. 


Office  Services  Employment| 


the  'retail  sector  increased  by  6%,  adding  only  5,00(1 
■jobs  to  the  San  Francisco  economy. 

The  Internet  is  perhaps  one  of  the  greatest  cata- 
lysts of  growth  in  the  knowledge-based  sector. 
According  to  Grubb  & EUis,  an  office  property 
realty  firm,  Internet  firms  wield  a tremendous  in- 
fluence on  the  City’s  leasing  market.  Grubb  & 
EUis  reports  that  Internet  firms  are  absorbing  the 
majority  of  vacancies  in  the  office  market.  At  the 
outset  of  1 999,  eight  out  of  the  top  ten  largest 
Grubb  & 
Ellis  leasing 
transactions 
in  San  Fran- 
cisco  in- 

^ ' '3  j v'o  1 V e d 

Internet  or 
multimedia 
companies. 
(See  next 
page  for 
table).  Con- 

1992  1993  1994  1995  1996  1997  1998  slstent  wlth 

Years  these  indica- 

tors,  San 

Francisco  is  leading  the  country  in  the  number  of 
independent  Internet  domains,  or  individual 
World  Wide  Web  sites.  It  is  also  a serious  con- 
tender in  electronic  commerce,  a very  profitable 
trend  in  Internet  activity.  In  fact,  Petopia.com,  a 
San  Francisco-based  company  that  plans  to  sell 
pet  supplies  on  the  Internet  on  the-  scale  that 
Amazon.com  sells  books,  recently  received  the 
largest  single  venture  capital  investment  in  his- 
tory of  $139  million. 

The  more  than  150  venture  capital  firms  in  San 
Francisco  have  invested  very  heavily  in  the  high- 
technology  sector.  In  1 998,  San  Francisco  firms 
in  various  staged  of  development  received  over 
$1.5  billion  from  these  firms.  According  to  the 
San  Jose  Mercury’s  MoneyTree  web  page,  40%  of 
the  venture  capital  money  distributed  in  the  Unit(!d 
States  is  d^tributed  in  the  Bay  Area.  Almost  50% 

- of  these  funds  go  to  Internet-related  companies 
and  28%  to  firms  in  the  telecommunications  sec- 
tor. San  Francisco  and  the  Bay  Area  have  beyond 
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“ Top  Ten  Grubb  (&  Tills  Teasing  Transactions  (2nd  Quarter  1999) 

Tenant 

Submarket. 

Square  Footagq 

Type  of  Business 

LookSmart 

Multime4ia  Gulch 

134,000 

Internet 

North  Point  Communications 

South  Financial  District 

99,000 

Telccof^imunications 

Quokka  Sports 

Multimedia  Gulch 

90,000 

Internet 

Netcentives 

Multimedia  Gulch 

70,000 

Internet 

Sapient  Software 

Multimedia  Gulch 

66,000 

Internet 

AT&T  ^ 

Yerba  Buena 

63,000 

Telecommunications 

E-Greetings 

Multimedia  Gulch 

56,000 

Internet 

Quokka  Sports 

South  Financial  District 

46,000 

Internet 

Medicalogic 

North  Waterfront 

38,000 

Internet 

America  Online 

North  Financial  District 

35,00« 

Internet 

all  question  embraced  the  information  age. 

San  Francisco’s  knowledge-based  econorhy  con- 
tains, and  continues  to  attract,  firms  that  seek 
highly  skilled  employees.  Linking  the  skilled  em- 
ployee to  the  skill-seeking  employer  has  become 
a valued  specialization  in  and  of  itself  The  need 
for  quick  placement  of  highly  skilled  workers  is 
most  evident  when  looking  at  the  large  number 
of  people  working  for  employment  agencies.  As 
of  1998,  this  sub-sector  of  business  services  con- 
tained 3,500  employees. 

The  influx  of  highly  skilled  workers  to  the  Bay 
Area  has  other  ramifications  as  well.  Challenges 
arise  in  housing  all  segments  of  the  population 
and  in  malitaining  eco- 
nomic diversity.  The 
higher  wages  earned  by 
the  highly  skilled  knowl- 
edge-based workers  al- 
low them  ter  pay  more  to 
live  in  San  Francisco. 

This  has  contributed  to 
an  upward  spiral  in  San 
Francisco/Bay  Area 
housing  prices,  which 
has  led  to  segments  of 
the  population  being 
priced  out  of  certain 
housing  markets® 


^ Retail  Trends 
in  the  Neighborhoods  and 
Downtown 

The  Neighborhoods 

San  Francis\:o  is  made  up  of  distinct  neighbor- 
hoods; their  individual  identities  are  reflected  in 
their  architecture,  residents,  and  commercial  shop- 
ping streets.  Each  neighborhood  has  an  array  of 
retail  and  service-oriented  establishments.  The 
misceUaneous  retail  sector  generally  includes 
smaller  establishments  such  as  drug  stores,  liquor 
stores,  bookshops,  jewelr}^  stores,  art  galleries,  and 
gift  and  novelty 
shops.  In  1998 
alone,  miscella- 
neous  retail  in- 
creased by  about 
2,500  jobs  or  21% 
to  about  14,000 
employees.  This 
sector  suffers  dur- 
ing recession  but 
recovers  when  the 
economy  regains 
strength.  For  ex- 
ample, coming  out 
of  the  most  recent 
recession  of  the 
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early  1990s,  miscellaneous  retail  gained  employ- 
ment to  the  point  where  it  now  exceeds  its  pre- 
recession employment  levels. 

Miscellaneous  re- 
tail establish- 
ments are  more 
often  found  in 
San  Francisco 
neighborhoods 
rather  than  in  the 
downtown  retail 
district.  Their 
growth  shows  the 
success  of  small 
neighborhood  re- 
tail districts — San 
Franciscans  con- 
tinue to  value  the 
convenience  of 
shopping  close  to  their  homes.  Neighborhood 
residents  benefit  from  easy  access  to  basic  goods 
and  services  as  well  as  to  the  ever-populai^)Ou- 
tique  cafes  and  shops.  This  neighborhood  self- 


sufficiency creates  a lively  street  environment  and 
reduces  reliance  on  the  autorpobile.  Increasingly, 
however,  chain  stores  are  transforming  the  neigh- 
borhood landscape. 

Chain  stores  have  been  successful  across  the 
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United  States  because  they  usually  offer  low  prices 
on  a plethora  of  goods.  Because  these  stores  can 
make  larger  capital  investments  and  can  often  un- 
derprice competition,  chains  can  displace  local 
small  businesses. 
Some  chain  stores 
with  large  parking 
lots  also  enco\irage 
customers  to  travel  by 
car  to  a neighbor-^ 
hood,  thereby  exacer- 
bating traffic  conges- 
tion.. Small  business 
owners,  in  contrast  to 
chain  store  owners", 
may  be  more  likely  to 
have  an  active  in- 
volvement in  the  eco- 
nomic, political,  and 
social  health  of  their 
local  environment.  To  preserve  certain  unique 
qualities  of  neighborhood  commercial  areas  and 
to  maintain  the  diversity  of  choices  that  San 
Franciscans  expect,  the  Planning  Department  is 
currently  investigating  the  impacts  of  in- 
creasing chain  store  activity. 

Downtown 

A snapshot  of  statistics  from  the  Com- 
merce Industry  Inventory  depart- 

ment stores  as  being  on  the  wane.  In 
1998,  this  industry  group  employed  47% 
fewer  people  than  it  did  ten  years  before, 
while  total  retail  employment  in  San 
Francisco  increased  by  5.9%  over  that 
same  time  period.  Between  1988  and 
1998,  department  store  employment 
dropped  from  9.1%  to  4.5%  of  total  re- 
tail employment.  The  Cit)^  has  managed 
to  retain  most  of  its  department  stores 
during  this  time  period,  but  sales  at  these  stores 
have  not  shown  any  major  increases. 

In  the  near  future,  however,  Bloomingdale’s  and 
other  department  stores  are  scheduled  to  open  in 
the  Union  Square  area,  clearly  indicating  a rejuve- 
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nated  confidence  in  the  role  of  department  stores 
in  San  Francisco’s 
downtown  retail  district. 

^ KfStau rants  Serve  as 
-Backbone  of  San 
Francisco  *s  Retail 
A-ctivity 

Some  of  the  most  vital 
businesses  in  Saij 
Francisco’s  neighbor- 
hoods are  its  thousands 
of  restaurants.  The  res- 
taurant industry  also 
serves  as  the  backbone 
of  San  Francisco’s  retail 

sector.  Restaurants  have  provided  the  most  jobs 
in  this  sector  for  at  least  the  last  thirty  years.  In 
1998,  restaurants  comprised  42%  of  the  City’s 
retail  emplo}Tiient,  with  an  all-time  high  of  nearly 
39,000  employees  in  about  3,000  eating  and  drink- 
ing establishments. 


branding  of  products  and  establishments,  are  ap- 
parently taking 


a different 


proach  in  a cip 


that  prides  it- 


self on  being 


San 


unique 


Irancisco 


fostering  inno 


vation  not  onlv 


in  high  tcchnol 


but  in  the 


og> 


dustrv  as  well 


Restaurant  chains  are  learning  the  importance  of 
neighborhood  context  when  moving  into  the  San 
Francisco  retail  market.  San  Franciscans  are  gen- 
erally particular  about  their  food  so  not  ever}"  chain 
can  succeed  here. 

Chains  sometimes  choose  to  blend  into  the  neigh- 
borhood to  such  an  extent  that  they  do  not  use 
their  most  recognizable  feature — their  brand 
name.  They  are  seeking  new  markets  by  creating 
new  products  and  by  occup}ing  new  ty’pes  of 
space.  Starbucks  exemplifies  this  trend  with 
Circadia,  its  pioneer  cafe  in  the  Northeast  Mis- 
sion. Nothing  about  Circadia  indicate^  its  affilia- 
tion with  Starbucks.  This  new  style  cafe  is  geared 
toward  nearby  Internet  firms  and  residents.  Each 
lounging/ dining  area  is  wired  for  Internet  access 
and  has  a phone  for  use  with  credit  cards.  Con- 
ference rooms  also  are  available  for  customers  on 
a business  lunch  or  coffee  break.  According  to  a 
February  article  in  the  San  Francisco  Chronicle, 
if  successful,  Starbucks  has  plans  to  open  repli- 
cas of  Circadia  in  dozens  of  cities  across  the  coun- 
try. Chains,  most  commonly  known  for  their 


Large  Mixed-Use  Projects 

Not  since  before  the  recession  of  the  early  1990s 
has  San  Francisco  seen  this  many  large  projects 
being  placed  and  built.  San  Francisco  is  and  has 
long  been  a tourist  mecca.  As  a result,  many  large- 
scale  developers  market  projects  to  the  ever-ex^ 
panding  visitor  population  as  well  as  residents. 
According  to  the  San  Francisco  Convention  and 
Visitors  Bureau,  1 6.6  million  visitors  came  to  San 
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Francisco  in  1^8  and  spent  over  $6.5  billion. 
From  the  expansion  of  the  San-  Francisco  Inter- 
national Airport  to  the  new  Pacific  Bell  Ballpark, 
developers  are  counting  on  San  Francisco  to  con- 
tinue to  serve  as  an  international  gateway  and 
travel  destination. 

Three  important  mixed-use  projects  a/e  sited  in 
proximity  to  one  another  as  well  as  downtown, 
providing  cultural  activities,  food,  and  shopping: 
Metreon,  mixed-uses  planned  for  the  former 
Emporium 
site,  and  the 
M o s c o n e 
Center  ex- 
p a n s i o n . 

These 
projects  rep- 
resent a 
melding  of 
retad  and  en- 
tertainment 
as  well  as  visi- 
tor and  resi- 
dent services. 

Centrally  lo- 
cated, they 
build  on  and 
reinforce  one 
of  San 
Francisco’s 
strengths,  its 
downtown. 


Metreon  is  the 

recently  completed  retail/ entertainnjent  complex 
in  Yerba  Buena  Gardens.  It  covers  350,000  square 
feet,  a very  large  space  compared  to  the  average 
size  of  a retail  establishment  in  San  Francisco  of 
just  under  3,000  square  feet.  Retail  and  entertain- 
ment activities  cumulatively  occupy, about  34  mil- 
lion square  feet  in  San  Francisco.  The  creators 
of  Metreon  have  attempted  to  transform  eating 
<and  shopping  into  entertainment  attractions  in  and 
of  themselves.  The  development  houses  five  well- 
known  restaurants;  several  shops  associated  with 
popular  consumer  or  media  brands — some  of 
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which  are  hands-on-technology  test  sites — ^includ- 
ing an  8,500  square  foot  Microsoft  outlet;  and  15 
movie  theaters. 

Another  large  mixed-use  development  is  proposed 
for  the  former  Emporium  site  adjacent  to  the  San 
Francisco  Shopping  Centre.  The  plans  call  for  a 
total  of  1.5  million  gross  square  feet  of  space  to 
be  shared  by  Bloomingdale’s,  eftitertainment/ 
restaurant  establishments,  a multiplex  cinema, 
office  space,  and  a hotel.  The  development  ben- 


efits from  a central  location  between  Yerba  Buena 
Center  to  the  south  and  the  retail  and  hotel  dis- 
trict to  the  north.  It  is  designed  to  serve  both  San 
Francisco’s  visitors  and  residents. 

The  Moscone  Convention  Center  is  expanding  its 
facilities  to  include  300,000  additional  square  feet 
of  exhibit  and  meeting  space  in  three  floors  of  a 
new  structure  called  Md^cone  West.  It  v511  be 
located  directly  across  the  street  from  the  new 
Rooftop  at  Yerba  Buena  Gardens  which  includes 
Zeum  (an  interactive  arts  and  technology  museum 
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for  youth),  an  ice  rink,  a bowling  center,  and  an 
liistoric  carousel. 

Mission  Bay,  another  large  mixed-use  project,  is 
nearing  fruition  after  being  in  development  for 
over  twenty  years.  Besides  being  the  site'of  the 
new  UCSF  campus.  Mission  Bay  is  slated  to  in- 
clude substantial  residential,  office,  and  ileighbor- 
hood-serving  retail  uses,  as  well  as  835,000  square 
feet  of  large-scale  retail  space# 

Building  Activity  in 
San  Francisco 

Total  Termits  and  Construction 

San  Francisco’s  robust  economy  is  reflected  in 
building  and  construction  activity.  Between  1997 
and  f998,  the  number  of  projects — as  measured 
by  total  building  permits  filed  for  new  construc- 
tion, alterations,  and  demolitions — ^increased  TDy 
3.7%.  ‘This  extends  an  Upward  trend  begun  in 
1995. 

While  the  number  of  permits  increased  only  mod- 
estly between  1997  and  1998,  construction  costs 
associated  with  those  permits  increased  51%,  from 
$795  milli^on  to  $1.2  billion  (both  figures  in  1983 
dollars).  The  largest  absolute  increase  in  construc- 
tion c6sts  was  attributable  to  the  office  sector, 
followed  closely  by  residential  construction.  In 
1 998,  the  average  cost  of  a residential  project  was 


Sele 

ew  Construction  Projects  for 
'cted  Tand  Uses,  1 997- 1 998 
Office  Residential  Hotel 

1997 

1998 

2 314  0 

9 • 47,1  2 

$30,000  (1983  dollars),  including  alterations  and 
demolitions,  the  hightest  of  the  decade.  The  pres- 
ence of  scaffolding  in  nearly  every  neighborhood 
in  the  City  underscores  the  current  intensity  of 
residential  building  activity. 
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The  SOMA  and  Missi(^n  districts  saw  the  largest 
increase  in  number  of  permits  betAX'een  F)97  and 
1998.  Total  and  average  construction  costs  were 
highest  in  the  b'inancial  Districi  and  SOMA,  re- 
flecting the  surge  of  growth  in  the  greater  down- 
town. The  SOMA  and  Civic  Center  districts  were 
characterized  by  the  most  even  distiibutions  of 
permits  across  land  use  activities;  activity  in  all 
other  districts  tended  to  emphasize  cither  residen- 
tial or  commercial  projects.  This  reflects  the  City’s 
general  land  use  pattern — permits  for  residential 
projects  concentrate  in  existing  residential  areas 
in  the  City,  and  permits  for  commercial  projects 
, concentrate  in  existing  mbced-use  neighborhoods. 

Neiv  Construction 

While  figures  regarding  total  permits  provide  a 
good  overview  of  building  and  construction  ac- 
tivity, new  construction  data  better  capture  growth 
and  change  in  the  City’s  physical  fabric.  In  1998, 
540  new  construction  permits  werejssued,  an  in- 
crease of  almost  45%  over  1 997.  This  is  the  larg- 
est number  of  such  permits  issued  during  the 
decade  so  far. 

Construction  costs  associated  with  new  construc- 
tion permits  increased  84%.  Hotel  construction 
.projects  were  the  most  expensive  of  1998. 

Geographic^y,  permits  for  ne\^  ctinstruction  in 
1998  were  focused  in  the  Southwest  and  SOMA 
districts.  The  Southwest  district,  the  area  with 
the  most  new  construction  permits,  experienced 
a 50%  increase;  nearly  all  permits  were  for  hous- 
ing. In  the  SOIVIA  district,  building  activity 
doubled  in  the  year  since  1997;  permits  were  for 
a mix  of  projects,  from  hotels  to  live/work  units. 
Together  these  two  districts  account  for  more  than 
half  of  all  new  construction 'permits  issued  in 
1998,  continuing  a trend.  Permits  for  new  con- 
struction in  the  Financial  District  reached  their 
highest  level  in  at  least  eight  years.  This  district 
has  also  had  the  largest  and  most  expensive 
projects  cit)^ide. 

Greater  downtown  is  experiencing  a significant 
building  boom.  Between  1997  and  the  second 
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quarter  of  1999,  about  2.2  million  square  feet  of 
office  space  were  added,  nearly  the  equivalent  of 
what  was  built  during  the  previous  eight  years. 
Furthermore,  two  major  doVntown  hotels  were 
completed,  the  Sony  Metreon  had  its  debut,  and 
Old  Navy  opened  a flagship  sto're  adjacent  to  the 
San  Francisco  Centre. 

San  Francisco’s  building  Activity 
Ships  Fast,  Into  Industrial  lland 

Silicon  Valley’s  booming  high-tech- 
nology  businesses  and  San  ,, 

Francisco’s  burgeoning  Multimedia  | 

\ Gulch  in  the  South  of  Market  dis-  | 
trict  continue  to  attract  thousands  ^ 

of  employees  to  the  Bay  Area  and  c 

to  generate  unprecedented  wealth.  ^ 

As  a result,  the  demand  for  housing 
remains  at  crisis  levels  and  office 
space  is  at  a premium.  In  San  Fran- 
cisco, the  impact  of  knowledge-based  activities  is 
most  visible  in  the  eastern  part  of  the  City,  which 
contains  nearly  aU  of  the  City’s  remaining  indus- 
trial land. 


As  the  figure  below  indi- 
cates, before  1980  most, 
new  housing  was  con- 
structed in  western  San 
Fr^cisco.  During  the 
1980s,  however,  the  focus 
of  new  housing  con- 
struction shifted.  The 
Downtowd/Northeast 
area  experienced  an  in-  ‘ 
crease  in  new  housing 
construction  primarily  at- 
tributable to  the  comple- 
tion of  several  major  de- 
velopments including 
Rincon  Centex,  Hills 
Plaza,  and  South  Beach, 
while  the  eastern  side  of 
the  City  also  wimessed  a 
steady  increase.  By  the 
late  1990s,  more  new 
housing  was  being  built  in 
the  eastern  side  of  the  City  than  in  the  western 
areas. 

In  1998,  42%'  (229)  of  all  permits  filed  for  n/sw 
constructioh  were  for  projects  in  the  eastern  part 
of  the  City  (the  SOMA,  Mission,  and  Bayview 
districts  as  defined  in  the  Commerce  and  Industry 
Inventory),  com- 
pared to  35% 
(130)  in  1997. 
Permits  filed  for 
new  construc- 
tion in  SOMA 
more  than 

doubled  be- 
tween 1997  and 
1998,  the  most 
significant  in- 
crease in  any  3is- 
trict.  This 

change  reflects 

the  growing  pressure  on  San  Francisco’s  indus- 
trid  land  to  accommodate  both  new  housing  and, 
particularly  in  SOMA,  the  continued  expansion 
of  new-media  businesses. 


Housing  Trends 
New  Housing  Construction 


□ Western  San  Francisco 
■ Downtown/Northeast 

□ Eastern  San  Francisco 
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Building  activity  in  industrial  areas  has  taken  its 
most  contentious  form  in  the  spread  of  live/ work 
units.  Originally  intended-to  serve  as  low-cost 
housing  for  artists  and  artisans,  live/ work  devel- 
opments are  now  increasing^' geared  to  the  ‘wired 
generation’  of  Silicon  Valley  and  Multimedia 
Gulch  employees.  Live/work  units  are  generally 
less  expensive  to  construct  than  ‘standard’  hous- 
ing units  in  other  parts  of  the  city.  This  cost  dif- 
ferential is  largely  because  land  for  them  is  ac- 
quired more  cheaply  and  the  construction  require- 
ments are  different  (for  example,  live/work  struc- 
tures can  cover  an  entire  lot).  Upscale  units  are 
being  marketed  to  young,  often  single,  professional 
or  high-tech  workers  instead  of,  as  originally  in- 
tended, to  Mtists  and  artisans. 

Two  districts,  SOMA  and  Mission,  account  for 
87%  of  aU  completed 
live/work  units  and 
89%  of  live/work 
projects  in  the  pipeline. 

As  of  October  1999, 

3,370  live/work  units 
were  in  the  pipeline.  A 
total  of  1,464  live/work 
units  have  been  built 
since  1987. 

The  live/work  influx 
has  resulted  in  intense 
competition  for  San 
Francisco’s  remaining 
industrial  land.  Busi- 
nesses most  at  risk  of 
being  displaced  by  this 
competition  are  in  the 
production,  distribu- 
tion, and  repair  (PDR) 
sector.  Many  of  these 
businesses  lease  their 
spaces  and  cannot  af- 
ford the  higher  rents 
demanded  by  property 
owners  who  could  oth- 
erwise sell  the  land  to 


housing  developers.  Thus,  as  property  (jwncrs  take 
advantage  of  land  values  that  have  been  driven 
up  by  the  popularity  of  live/ work  units,  PDR  busi- 
nesses must  either  close  of  relocate  outside  of  San 
Francisco. 

The  Planning  Commission  has  responded  to  this 
competition  for  industrial  land  by  adopting  interim 
zoning  controls  that  created  an  Industrial  Protec- 
tion Zone  (IPZ)  and  a Mi.xed-Use  Housing  Zone 
(MUHZ)  that  apply  to  certain  portions  of  the 
City’s  industrially  zoned  land.  These  interim  con- 
trols are  designed  to  protect  and  preserve  the  City’s 
diminishing  supply  of  industrially  zoned  land  and 
building  space  so  that  PDR  businesses  may  re- 
main in  areas  best  suited  to  such  uses.  In  the  IPZ, 
new  residential  and  live/work  uses  are  not  per- 
mitted, while  in  the  MUHZ,  residential  and  live/ 
work  uses  are  encouraged# 


Large-Scale  Projects 
Recently  Proposed  or  Built 

Asian  Art  Museum 
Bayview's  Executive  Park 
Bloomingdale's  ‘ 

Ferry  Building  Renovation 

First  d Howard  — 4 office  buildings 

GAP  Office  Building 

Hunter's  Point  Shipyard 

Levi's  hew  store 

Macy's  expansion 

Metreon 

Mission  Bay 

Neiman  Marcus  expansion 

Octavio  Boulevard 

Pacific  Bell  Ballpark 

Pier  27/29  Public  Recreation  Facility 

Pier  30/32  Cruise  Terminal 

Transbay  Terminal 

Treasure  Island  Redevelopment 

W Hotel 
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San  Francisco’s  Economic  Indicators 

1995 

1996 

1997 

1998 

1999 

Unit  of  measurement 

1997-98 

VoChange 

1998-99 

%Change 

Employment 

530,000 

544,000 

558,000 

574,000 

Persons 

2.9% 

Unemployment 

24,000 

19,000 

17,000 

15,000 

Persons 

-12.0% 

Population 

752,000 

760,000 

778,000 

790,000 

791,000 

Persons 

1.5% 

Labor  Force 

399,000 

402,000 

413,000 

417,000 

Persons 

1.0% 

Hotel  Visitors 

. 3.31 

3.50 

4.13 

4.19 

Millions  of  Person? 

1.5% 

Hotel  Visitor  Spending 

2.44 

2.92 

2.96 

3.38 

Billions  of  Dollars 

14.2% 

Establishments 

52,098 

54(01 3 

58,292 

59,376 

1.9% 

Retail  Sales  (82-84  dollars) 

3.97 

4.28 

4.34 

4.13 

Billions  of  Dollars 

6.2% 

Sales  Tax  Permits 

13,450 

13,166 

15,777 

12,78L 

Number  of  Permits 

O.oVo 

Wages  (82-84  dollars) 

13.50 

14.00 

15.50 

16.50 

Billions  of  Dollars 

6.5% 

, * Gross  Receipts 

27.3 

28.6 

34.6 

35.6 

Billions  of  Dollars 

2.9% 

Consumer  Price  Index 

152 

155 

160.4 

165.5 

171.8 

3.2% 

3.8% 

All  Building  Permits  (with  Certificate  of 
Final  Completion) 

10,351 

12,091 

13,163 

.11,826 

-10.1% 

Construction  Cost  (for  above) 

483,200 

466,600 

*■  518,400 

569,500 

Thousands  of  Dollars 

9.9% 

New  Construction  Building  Permits 
(with  Certificate  of  Completion) 

158 

■229 

280 

218 

-22.0% 

New  Construction  Cost 

127,700 

142,400 

129,800 

152,600 

Thousands  of  Dollars 

17.6% 

Pro pert\' Value  (land  & improvements) 

56.6 

57.5 

59.3 

64.8 

71.1 

Billions  of  Dollars 

9.3% 

9.7% 

Downtown  Office  Space 

41,400 

42,000 

, 41,911 

42,032 

42,400 

Thousands  of  Square  Feet 

0.3% 

0.9% 

Downtown  Vacancy 

5.47 

3.57 

1.23 

2.81 

3.63 

“/oVacant  of  Rentable  Sqft. 

128.5% 

29.2% 

Housing  Stock 

334,448 

335,131 

335,856 

336,730 

Housing  Units 

0.3% 

Net  Gain  in  Housing 

401 

683 

725 

874 

Housing  Units 

20.6% 

Airport  Passengers 

38.1 

39.7 

40.5 

40.1 

Millions  of  Persons 

Airport  Cargo  (Freight  & Mail) 

697 

743 

780 

771.9 

Metric  Tons 

Port  Cargo 

962,000 

218,000 

554,000 

557,000 

900,000 

Tonnage 

61.6% 

Sources  California  Department  of  Finance  San  Francisco  Internationa]  Airport 

California  Employment  Development  Department  San  Francisco  Office  of  the  Assessor 

California  State  Board  of  Equali2ation  ' San  Francisco  Office  of  the  Controller 

Cushman  & Wakefield  Realtors  San  Francisco  Planning  Department 

Department  of  Building  Inspection  San  Francisco  Convention  & Visitor’s  Bureau 

San  Francisco  Port  Commission  San  Francisco  Office  of  the  Tax  Collector  • 
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